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was impossible for Great Britain to retain permanently her
monopolistic position as the workshop of the world. But it was
immensely speeded up by the outpouring of British capital; for
it mattered nothing to the investor where he made his profit.
Capital, unlike labour, could move freely across national
frontiers. The British owners of capital could enjoy the profits
of exploiting Indian, Chinese, or Argentinian labour, just as
easily as those to be derived from exploiting labour at home.
In two distinct but related ways, this extended competition
in the labour market was disadvantageous to the majority of
British workers. It simultaneously put up the price of capital,
i.e. the rate of interest, in Great Britain, and caused the British
exporter to cut his prices in order to compete with the products
of the newer countries. But, when prices had to be cut in face
of rising interest rates, there was only one resource left. Wage-
costs had to come down. Where this could be secured by
advancing mechanization, wage-rates might remain intact;
but, even so, there would usually be a substitution of cheaper
for dearer kinds of labour, and often an intensification of the
pace of work. Where, on the other hand, it was harder to
improve the methods of production, the obvious resource was
to reduce wages, or at the very least to refuse to increase them
as the cost of living rose. The alternative of lowering interest
rates was not open, as the offer of lower interest at home would
simply have diverted still more capital abroad.
This is the economic explanation of the curious phenomenon
of falling real wages side by side with rapidly advancing trade
and capitalist prosperity. The workmen, even with the aid of
their Trade Unions, could not meet their employers on equal
terms, because they were face to face with a capitalism that
could invoke against them the unorganized labour and the
unexploited resources of the less developed parts of the world.
If, under these circumstances, real wages did not fall faster
than they actually did, the reason was twofold. The British
consumers were still getting the benefit of Free Trade, which
enabled them to buy in the cheapest market; and the immensely
rapid economic expansion of such countries as Canada and the
Argentine resulted in a rising demand for British manufactured
goods for consumption as well as investment. In the cotton